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SUBJECT. STATUS OF FISCAL YEAR 2007-08 BUDGET DEFICIT MITIGATION
PLAN, MENTAL HEALTH SERVICES ACT FUNDING AND OTHER
PRIORITIES

This report is to provide your office with the current status of the Department’s efforts to:
1) Reduce a projected deficit in the current Fiscal Year (FY) 2007-08 Budget;
2)  Implement the Mental Health Services Act (MHSA) programs; and
d)  Improve human resources and procurement operations.

Current Year Budget

We are pleased to report that the current FY 2007-08 Budget deficit, originally projected at
$24.8 million, has been significantly reduced and is estimated at approximately
$2.5 million as of March 31, 2008. The Department is undertaking additional measures
beginning this month to further reduce the potential deficit and, barring budgetary factors
beyond our control including State reductions, anticipates that these efforts will lower the
deficit to $1 million or less. Attachment A contains more detailed information on the status
of our deficit reduction efforts.

MHSA Implementation

We are also pleased to report that many of the original Community Services and Supports
{CSS) programs funded through MHSA are reaching capacity and planning efforts with
cormmunities and stakeholders are underway with the most recently released plans for the
Workforce Education and Training and the Prevention and Early Intervention Plans. With
the recent release of the Information Technology and Capital Facilities Guidelines, the
Department is gearing up to implement stakeholder processes for those plans, as well as
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working to compiete the plan for the housing component of CSS. Attachment B contains

more detailed information on the status of the MHSA program implementation, including
status of funding already received,

Improving Human Resources and Procurement

As you may be aware, the Depariment of Human Resources has been working for more
than a year with the Depariment's Human Resources Bureau in a review of our human
resources/personnel operations. DHR has shared preliminary findings with my staff, and
corrective action plans have been developed for areas where they were needed, and
improvements are being implemented. In addition, staff continues to look for ways to
improve the hiring and recruitment process and has recently initiated on-line
advertisements for key critical positions at several sites such as Monster.com and
CareerBuilder.com.

Within the past year, the Department has hired new management in critical areas of the
Department and especially the administrative areas. The new management has recently
completed a thorough review of the Procurement operation and has identified significant
needs for improvement. The Depariment is cumrently working with the Chief Executive
Office (CEQ) to review the classifications within the Procurement Section and the
Administrative Support Bureau to beiter match the job classifications with the job duties
and, as a starl, recently received permission to recruit for a Procurement Assistant | and
Procurement Assistant Il to fill recent vacancies. Additional recommendations for
improvements will be forthcoming and we will work with the CEQ and other appropriate
departments to implement strategies to fix the problems.

If you have any questions regarding this report, please contact me at (213) 738-4601, or
your staff may contact Robin Kay, Ph.D., acting Chief Deputy Director, at 213-738-4108.

MJS:RK:KW:.cm
Attachments
c: Sachi A. Hamai, Executive Officer

William T Fujioka, Chief Executive Officer
Sheila Shima, Deputy CEO
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LOS ANGELES COUNTY DEPARTMENT OF MENTAL HEALTH
STATUS OF DEFICIT MITIGATION PLAN
Attachment A

The Department of Mental Health (DMH) Fiscal Year (FY) 2007-08 Budget included an
unidentified curtailment of $24.8 million, resulting from the following:

= Under-realization of previously identified budget mitigation actions ($4.8 million);

= Additional costs not previously identified associated with negotiated wage and
benefit increases ($4.2 million) as well as increases in medication costs
{$0.7 million):

= Reductions in the projected amount of Vehicle License Fees (VLF) available to
support department operations in both FY 2006-07 and FY 2007-08 ($14.7 million);
and

= The need to add several staff positions at the Office of the Public Guardian in order
to address caseload issues within the LPS Division ($0.45 million).

Stakeholder meetings convened to develop strategies for addressing this deficit
culminated in a December 2007 proposal that DMH directly operated and contracted
providers share responsibility for mitigating the deficit by curtailing programs in the
amounts of $12.2 and $12.6 million, respectively.

Status of Implemented Deficit Reduction Measures

DMH developed and implemented eight strategic measures designed to address the
Department's share of the curtailment. Details regarding these deficit mitigation
strategies and progress toward meeting the curtailment goals are outlined in Exhibit 1.

Subsequent discussions focused on the challenges faced by contract providers in
attempting to implament full year curtailment amounts within the final months of the fiscal
year. As a result, on April 1, 2008, DMH - working with the Chief Executive Office =
moved forward with curtailment of mental health contract providers in the amount of
$2.3 million for FY 2007-08 and notification of curtailment in the annual aggregated
amount of $12.6 million at the beginning of FY 2008-09. Additional decreases in
contractors’ CGF stemming from the State's termination of the AB2034 program brought
the total curtailment in contractors' CGF funding to a total of $2.5 million for FY 2007-08.

Overall Financial Status for FY 2007-08

In addition to the original deficit, the current budget status includes revisions to the initial
budget mitigation plan resulting from a decrease in the State Managed Care Allocation
and additional adjustments to the original reduction to the day treatment programs to
restore mental health service “patches” for patients in residential settings. These
additional budget challenges have been mitigated by a net increase in the criginal DMH
mitigation target and the inclusien of revenue from pharmacy rebates held in trust,
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Additional fourth quarter strategies, which DMH is in the process of implementing,
include:

= Hard freeze on Services & Supplies and Fixed Assets purchased with CGF

= Refinancing of rents & leases

= Transformation of several DMH programs to services consistent with the Mental
Health Services Act (MHSA)

It is important to note that DMH and the CEO are actively following several pending
matters that could potentially affect the final fiscal status at the close of the fiscal year. A
small potential increase in VLF projected at $1.1 million could eliminate the remaining
projected deficit. However, it is also possible that the State could postpone payment of
prior year SB90 dollars owed DMH; this would result in a delay in receipt of $2.5 million.
Finally, DMH is pursuing clarification of the need to repay Medi-Cal Administrative
Activity (MAA) Audit liability for FY 2002-03 in the amount of $348,000.

Exhibit | provides a summary update of the DMH Budget Mitigation Status including
alternative scenarios that could affect the final year-end closing. The Summary takes
inte consideration March revisions, actions implemented in April 2008 and the above-
referenced potential factors that could influence our final budget status,



Exhibit 1

DEPARTMENT OF MENTAL HEALTH BUDGET MITIGATIONS FISCAL YEAR 2007-08

To offset the unidentified curtailment, DMH has undertaken the following:

Mandatory Medicare Part D Frescription Coverage (Target: $1.7 million); Effective January 1,
2008, DMH implemented a mandatory Medicare Part D Prescription Coverage policy requiring that
clients who are eligible for Medicare Part D coverage no longer be eligible to have medications
paid for by DMH. Current Estimate: $1.4 million

Reduction in Training Costs (Target: $0.5 million); DMH reduced general fund support to the
UCLA Affiliation Agreement. On Target

Reduce Fee For Service Medical Expenditures (Target: $0.3 million): DMH has implemented a
monitoring program on tetal billings for each Fee For Service Medi-Cal Provider, On Target

Funding for 10 Child Beds al State Hospital (Target: 31.1 million); The State Department of
Mental Health closed Program 1 at Metropolitan State Hospital effective December 31, 2007,
eliminating the need to budget for these beds. On Target

Eliminate CGF Support for Clients in Tr-City Service Area (30.7 million): Effective January 1,
2008, DMH intended to transfer these clients to Tri-City and reduce the amount of funding to
contract providers or, alternatively, to seek reimbursement for these clients from Tri-City. Contract
negotiations on-going. On Target

Reduce Interim Funding for Housing (0.6 million): DMH is reducing housing suppeort from CGF
through transfer of eligible clients inte MHSA programs that include housing support as a
component andlor through establishment of a MHSA housing support program, Current
Estimate: 0.7 million

Full Reimbursement of MHSA Medication & Other Costs ($4.7 million). DMH is reimbursing
medication costs for MHSA clients from MHSA funds ($4.5 million) and transferred 30.2 millien in
consultant costs for transforming the system to MHSA. Current Estimate: $4.9 million

Increase Federal Financial Pariicipation Revenue in Direclly Operated Clinics (1.8 million): DMH
identified several directly operated programs that had the potential to increase federal revenue.
DMH established modest goals for these programs to generate an additional $1.8 million based on
filled positions. On Target

One-Time Seitlement (31.3 million): DMH received one-time revenue of $1.3 millien in Fiscal Year
2007-08 as the result of a bankruptcy settlement, Current Estimate: $0.7 million



DEFARTMENT OF MENTAL HEALTH
PLAN TO IMPLEMENT BUDGET MITIGATIONS FISCAL YEAR 2007-08

UPDATE FOR MARCH 2008 Total
Shartfall of Contracior Mitigation for FY 2007-08 5 (10, 300, D00}
Revisions
Decrease in Stale Managed Care Allocaton L3 {300,000)
Additional adjustment ta Day Trealmenl for mesidential patch E ] (100,000)
Addilional Contractor CGF from AB2034 elimination 5 200,000
Kad Increasa o DMH 07-08 Budgel Miligation Target 3 300,000
Pharmacy Rebates in Trust k1 1,300,000
Mat Budget Status Report estimate as of 37314048 § B400,000
Subdedal March Revisions 5 7,500,000
Total Estimate as of March 31, 2008 Based on Implemenied Actions 5 [2,500,000)
Blanning Estimatas for Additonal Actions To be Implementad in April
Herd freeze on 585 and Fixed Assat CGF Purchases ] 200,000
Rents & Leasas rafinancing 5 2
Early Transformation b a00,000
CIGF 2005-07 Commilments and AP'S (pending final mconciiation) kS 500,000
Sublotal Actiens 1o be Implemented 3 1,600,000
Current Year End Estimate 4 (1,000, 0:040)
Polential Faciors thal Could Dacrease Mead for Bridge
Vehick License FeaRealgnment L 1,100,000
Subtotal Factors that Could Decrease Meed for Bridge % 1,100,000
igl 28 far Bri
58 90 Repayment fram Prios Year 3 (2,500, 000)
Rapaymant of MAA Audit lisbdity for FY 2002-03" S (348, 000)
Subtotal Factors that Could Increase Need for Bridge % {2.848,000)
Minimum Bridge Funding
Currant Year End Estimats 5 (1,000,000)
Poluntial Factors that Could Dacreasa Mead for Bridga 3 1,100,000
Minimum Bridge £
Maximum Bridge Funding
Estimate &3 of March 31 Repor i i i 5o (2,500,0007 «
Potentiad Factors thef Could Increass Mesd for Bridoe -1 (2,848.000)
Maxirmumn Bridge $ (6,348,000}

* Estimale based an FY 2007-02, State schedwed io complefe audd in Ao or May 20085,

Exhiat I

CED Recommendation as of 272808

o

{300.000)

300,000
1,500,000
1,300,000

2,600,000

(2.600,0000 §

LECE S FL )

Bricge
(7,700,000)

{100,000)
200,000
5,100,000
5,200,000

(2, 500,000)

200,000

00, DO
500,000

1,500,000
(1,000,000)

1,100,000
1,100,000

(2,500,000
{348,000}

(2,548, 000)
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With the November 2004 passage of the Mental Health Services Act (MHSA), DMH
initiated planning processes as required by the Act. The following report provides an
update regarding:

MHSA components implemented to date and plans that are pending;

The status and extent of services delivered to date under the Community
Senvices and Supports (CSS) plan; and

The status of funding allocated through the MHSA to date,

MHSA Components — Brief Description and Curren Us

The MHSA included six major components that the State is rolling out in phases. These
components include:

Community Program Planning (Released January 2005). The purpose of this
component was fo provide a structure and process to include partnerships with
stakeholders to determine service and funding priorities for the MHSA
Community Services and Supports component;

Community Services and Supports (CSS) (Released August 2005). Intended
to provide services to adults and older adults who have been diagnosed with or
who may have serious and persistent mental illness, and children and youth who
have been diagnosed with or who may have serious emotional disorders, and
their families. Under this component, dollars were made available for the
following three types of system transformation:

o “Full Service Partnerships™ money to develop partnerships for culturally
competent, client focused, family driven integrated mental health services
and supports which emphasis recovery, weliness and resiliency;

o “General System Development” money to improve services, structure and
support for clients and families to changeftransform the current service
delivery system; and

o "Qutreach and Engagement™ money to outreach and engage populations
that are currently receiving little or no service, with particular emphasis on
eliminating ethnic disparities.

The CSS funding also includes a specific one-time allocation of funds for the
MHSA Housing Plan. The Housing application was released in August 2007.
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Workforce Education and Training (WET) (Released July 2007): Intended to
develop and maintain a culturally competent workforce, to include clients and
family members, which is capable of providing client- and family-driven services
that promote wellness, recovery and resilience, and lead to measurable, values-
driven outcomes;

Prevention and Early Intervention (PEl) (Released September 2007): Intended
to develop and support programs and services occurring prior to a diagnosis of
mental illness (prevention) and for services targeted toward individuals and
families for whom a short duration, relatively low intensity intervention is
appropriate to improve a mental health concern early in its manifestation (early
intervention);

Capital Facilities and Information Technology (Released March 2008):
Intended to develop information systems and capital assets in support of MHSA
programs and expand opportunities for accessible community based services for
clients and their families and include development of an integrated health record
system; and

Innovative Programs: Guidelines for this component have not been released.

The following table provides a summary of DMH's current status on each component,
as well as the amounts included in the most recent MHSA contract from the State and
additional amounts anticipated based on recent information from the State:

Anticipated Planning
NS comparnend Date of State | o bmission | Estimatesin | Additional
{Including Approval of
Growth/Enhancements) Plan Date (for MHSA Amaunts
pending plans) Agreement Anticipated
EEEFT;; ik April 2005 $2.9 Million
C35 FY 2005-06, 2006-0T7 &
2007-08 (Original Planning February 2006 F27T.3 millicn
Eslimate)
kbl August 2007 $30.1 million
CS5S — One-Time Expansion . N
(FY 2007-08) April 2008 2177 million
E,igi;n'f it June 2008 $115.6 million
ces - h
ESDE;_WGJ“"" PlaniFy June 2008 $28 8 million
WET Juby 2008 334 6 million
PEI November 2008 | $34.0 million $57.2 million
Capital Facilites &
Technology T8D $99.7 million
Innovative Programs Unknown - State has nol issued planning guidelines or estimates
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Status of Services Implemented under the CSS Plan

The CSS plan serves as the hallmark of direct service delivery under MHSA. Intended
to address the needs of children, transition age youth, adults and older adults, the CS5
plan targets individuals who are un-served, underserved or inappropriately served by
traditional mental health programs.

A listing of programs implemented under the Los Angeles County CSS plan and brief
descriptions of those programs is included in Exhibit |. Key benchmarks achieved as of
April 2008 include:

Full Service Partnerships (FSPs) are field-based programs designed to provide
comprehensive 24/7 services for all four age groups. The FSPs concentrate on the
compelling needs of specific focal groups and have served the following individuals as
of March 2008:

o 1,153 children have been authorized for enrollment

MHZAChildren Authoriztion Data by Focal Population
Focal Population Percentages of Authorized Children FSP Enrollees

Prabafon Youth 05
5:"" A~ 1%

DCFS Imvokement
3%
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o B39 TAY have been authorized for enroliment

MHSA-TAY Authorization Data by Focal Population
Focal Population Percentages of Autharized T AY FSP Enrollees

First Bmat_
17T%
Homeless
Leaving Long Tem 44%
| Came —
13%
Aging l.'.‘lut_ﬁ__.
26%

o 2,263 adults have been authorized for enroliment

MHSA-Adult F 5P Authorization Data by Focal Population
Focal Population Percentages of Authoriized Adull FSP Enroliees




Status of Mental Health Services Act Programs
Attachment B
Page §

o 209 older adults have been authorized for enroliment

MHSAOlder Adult FSP Authorization Data by Focal Population
Focal Population Percentages of Authorized Older Adult F 5P Enmlless

_ Musicke Hospitalizations
' 0%

Field Capable Clinical Services (FCCS) for older adults are designed to address the
unigue needs of individuals over the age of 60 who are unable or unwilling to receive
services from traditional mental health clinics. In order to deliver services in a manner
sensitive to the needs of this population, it is essential for DMH programs to establish
operational agreements with community-based organizations including senior centers
and primary care clinics. To date, more than 680 older adults have been served
through FCCS. DMH directly operated programs have established operational
agreements and are now delivering older adult services in clients’ homes and in the
following settings:

Edward R. Roybal Comprehensive Health Center:
Venice Family Clinic;

St Joseph's Center, Senior Services Program;
Valley Community Clinic;

LAC + USC Medical Center Geriatric Clinic; and
LA Family Housing

o QO 90 o 0o o

Wellness/Client Run Support Centers are designed to offer options to clients who no
longer need the intensive services offered by the FSP programs, who may be receiving
services from less intensive outpatient programs, and who are ready to take increasing
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responsibility for their own wellness and recavery. Wellness Centers offer a variety of
support and strategies to its participants, addressing their physical and mental health
needs. Of the 29 MHSA funded Wellness/Client Run Support programs, 23 (79%) are
now operational and are providing wellness, recovery and peer support services.

Funds Allocated and Expended through Initial and Subsequent State Approvals

The State of California has, to date, provided DMH with allocations for the "Plan to
Plan," ongoing CSS plan (provided both initially and in subsequent growth plans), one-
time CS5 augmentations, and the WET planning process.

Funds allocated in one fiscal year under the CSS and PEI plans must be spent within
three years. Funds are expensed on a “first in, first out basis," meaning that CSS funds
originally allocated in Fiscal Year 2005-06 would be spent prior to the Department
spending Fiscal Year 2006-07 funds, and so forth.

Funds allocated under the WET and IT and Capital Projects Plans must be spent within
ten years.

Exhibit Il provides a summary of the funding allocated, approved and pending for each
of the six major components under MHSA, as well as the estimated total expenditures
for each based on actual expenditures for prior fiscal years and estimates for the current
fiscal year.
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